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Factoring is a process by which a business sells to another business, at a discount, its accounts receivable or its right to 
collect money before the money is paid; it is a financing tool that reduces the amount of working capital a business needs 
by reducing the delay between the time of sale and the receipt of payment. 


Factoring is a process by which a business sells to another business, at a discount, its right to collect money before the money 
IS paid;! it is a financing tool that reduces the amount of working capital a business needs by reducing the delay between the 


time of sale and the receipt of payment.” Factoring 1s the sale of accounts receivable of a firm to a factor at a discounted price; 
a factor buys accounts receivable at a discount, the factor's seller obtains immediate operating cash, and the factor profits when 


the face value of the account is collected.” It is a process wherein a factoring firm purchases accounts receivable from another 


business at a discounted price and in exchange advances working capital.“ 


Factoring agreement. 


To the same effect, a factoring agreement is the sale of accounts receivable of a firm to a factor at a discounted price; such an 
agreement accords the seller two immediate advantages: (1) immediate access to cash, and (2) the factor assumes the risk of 


loss.” An agreement to factor is an assignment of a chose in action.° 
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